Abstract
INTRODUCTION
Policymakers and researchers commonly use income as a proxy for material wellbeing. Policymakers rely on the official poverty measure, based on money income, both to gauge the extent of deprivation and to allocate billions of dollars in federal spending on social welfare programs to needy families (Citro & Michael, 1995) . Means-tested programs designed to prevent material hardship, such as food stamps, 1 housing assistance, and Medicaid, rely on measures of current income and assets to target benefits at disadvantaged families. Researchers commonly use income as a proxy for material well-being when they analyze trends in poverty and inequality and the antipoverty effects of government programs.
This paper examines the relationship between a variety of income measures and the extent of material hardship and explores other factors that might affect hardship experiences. Using data from the Women's Employment Study (WES), a survey that includes panel data on both income and hardships, we examine the incidence of material hardships from 1997 to 2003 among current and former welfare recipients. We then consider how income is associated with these hardships, distinguishing between current and long-run measures. The WES also allows us to analyze the relationship between hardship and personal characteristics that are typically not available in household surveys, such as physical health, mental health, and access to credit.
We show that hardship decreases monotonically across quintiles of the income distribution for several income measures. The relationship between average income over the panel and hardship is strong. A 10 percent increase in average income is associated with a 1.1 percentage point decrease in the likelihood of experiencing a hardship-a drop of about 3.4 percent. We verify that this relationship is not unique to our sample of current and former welfare recipients by analyzing similar data for a sample of less-educated single mothers from the Survey of Income and Program Participation (SIPP).
Holding constant average income over the panel, there is little evidence of an additional relationship between current income and hardship. Individual fixed effects models also indicate that the relationship between transitory income and hardship is weak. We discuss potential explanations for this weak relationship. For example, the permanent income hypothesis suggests that because households can save or borrow to offset transitory income changes, hardships are sensitive to permanent, but not to transitory, changes. However, the weak relationship between transitory income and hardship that we document cannot entirely be explained by the intertemporal substitution of income or the misreporting of transfer income. We suggest that our findings are consistent with ethnographic research that documents that informal, typically unmeasured, resources play an important role in helping the disadvantaged make ends meet.
Characteristics such as having a mental health disorder or not having a checking or savings account are significantly related to hardship, even after controlling for unobserved heterogeneity. They are also better predictors of hardship than is current income. Although we do not interpret our estimates for income or these other factors as causal, our results have important policy implications. They suggest that long-run resources and observable personal attributes can help to target meanstested transfers more effectively at those facing the greatest risk of hardship.
The structure of this paper is as follows: In the next section, we discuss previous research on the relationship between income and material hardship. The following section describes the WES and the SIPP, presents descriptive results, and outlines our methods. We then present empirical results and discuss the relationship between income and hardship. The final section offers conclusions and discusses policy implications.
PREVIOUS RESEARCH ON INCOME AND MATERIAL HARDSHIP
Families with low income are less able to meet their basic needs and hence are more likely to experience material hardships, defined to represent unfavorable economic circumstances.
2 Nonetheless, past research finds a weak relationship between income and hardship. Mayer and Jencks (1989) , finding that current income explains only 14 percent of the variation in the number of material hardships a family experiences, conclude that income poverty is not a reliable proxy for material hardship.
3 Similarly, Short (2005) notes that poor families and those experiencing material hardships are distinct groups. 4 Long-run income should be more highly correlated with material well-being than current income if families can substitute income intertemporally or if long-run income is measured with less error than current income. Mayer (1997) shows that families with low average income over a 5-year period score about a third of a standard deviation lower on an index of living conditions than families with low current income, 5 and that average income is a better predictor of child outcomes than current income. 6 Meyer and Sullivan (2003) show that current consumption is more closely associated with measures of material well-being than is current income and conclude that for disadvantaged families, consumption is better measured than income. Using the 1996 SIPP, Iceland and Bauman (2007) find that poverty spells are associated with hardship, but when they control for a family's average income while not in poverty, the magnitude of this association is reduced.
7 Mayer and Jencks (1989) find that variation in permanent income does not explain variation in hardship, but their measure of permanent income is an average over just two periods. This paper extends the existing literature in several ways. First, we analyze panel data that include multiple measures of both income and hardship over a period of 6 years. Previous research relies on cross-sectional data or panels spanning less than 3 years. We distinguish between current and long-run income, and we use fixed effect models to examine how the transitory component of current income, controlling for unobservable characteristics, is related to hardship. Second, we explore how the relationship between income and hardship varies for different income measures, such as money income and disposable income. Third, by matching survey and administrative data on means-tested transfers, we examine the extent to which underreporting of transfer income in surveys might explain the weak relationship between current income and hardship. Last, we incorporate a rich set of observable characteristics not typically available, including mental health, drug use, and access to credit, and find that these characteristics are significant correlates of material hardship.
DATA AND METHODS

Data
The Women's Employment Study (WES) sample was systematically selected from the February 1997 caseload of single mother welfare recipients between the ages of 18 and 54 who were either Caucasian or African American and resided in one urban Michigan county. Sample members were interviewed in their homes five times over a period of about 6 years, in the fall of 1997, 1998, 1999, 2001, and 2003 . In each wave, respondents provided detailed information on their income in the previous month and previous calendar year, self-reports of a number of material hardships, and a variety of individual and family characteristics. The WES also includes data on mental and physical health, illegal drug use, access to credit, and car and home ownership. The Appendix contains definitions of the variables used in our analyses. Blau (1999) shows that permanent income, measured as average family income from 1979 to 1991, has a larger effect on child outcomes than does current income, but the effect of permanent income is smaller than that of other attributes, including race, gender, or mother's attributes. See Dahl and Lochner (2005) for a summary of this literature. 7 Other outcomes are weakly related to poverty. For example, Bhattacharya, Currie, and Haider (2004) show that current poverty status has little predictive power for nutritional outcomes among school-age children, but that it is related to nutrition for preschoolers and adults. 8 All appendices are available at the end of this article as it appears in JPAM online. Go to publisher's Web site and use search engine to locate article at http://www3.interscience.wiley.com/cgi-bin/jhome/34787.
Stacking five waves of data yields an unbalanced panel of 3,191 observations from 753 unique respondents. We restrict the sample to respondents who completed at least three interviews, reducing the sample to 2,978 observations. 9 Some control variables are not available in all waves. Thus, specifications that include both access to credit (not available in the second wave) and whether the respondent has a checking or savings account (not available in the first wave) include 1,726 observations. Our measure of disposable income is the sum of after-tax money income, food stamps, and cash transfers from friends and family for all household members.
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These income sources are reported by the respondent for the month before the survey. 11 The amount and receipt of cash assistance and food stamps for each respondent's household was provided to us from administrative records from Michigan's Family Independence Agency and by respondent self-reports. We use the administrative data to determine the extent to which misreporting of transfer income affects the relationship between income and material hardship.
We consider the relationship between hardship and current income and the transitory and permanent components of current income. Current income is used to determine eligibility for means-tested programs for the disadvantaged because it is relatively easy for program administrators to observe. However, permanent income is likely to be a better measure of well-being than current income, because it captures long-run resources and reflects access to credit and the insurance value of government programs. Following several other studies (Blau, 1999; Mayer, 1997; Mayer & Jencks, 1989) , we measure permanent income as average income across all years that a household is in the panel. If all families had perfect access to credit, then we would not expect there to be a relationship between transitory income and hardships that result from a lack of resources. However, because the disadvantaged face borrowing constraints, we examine the relationship between transitory income and hardship to determine whether temporary shortfalls in income are associated with hardship for these current and former welfare recipients.
We focus on four measures of material hardship included in all five survey waves: whether a respondent experienced food insufficiency, whether her utilities were shut off, whether she had been evicted, and whether she had been homeless. The reference period for these hardships is the 12 months before the interview for the first wave and the months between interviews for subsequent waves. We define two summary measures: whether a respondent experienced any of these four hardships and the total number of hardships experienced. We also analyze other hardships reported in fewer waves, including whether a respondent's telephone was disconnected because she was unable to pay the bill, whether she or her children went without proper winter clothing because of cost constraints, and whether she needed to see a doctor or dentist but could not afford to do so.
These hardships are among the most commonly analyzed in previous studies because domestic social policies, including food, housing, medical, and income 9 Attrition in the WES is relatively low for a panel study of this length. The Wave 5 sample size is 71 percent of the Wave 1 sample. There is little difference in mean disposable income or frequency of hardship between attriters and non-attriters at baseline, although the former are slightly younger and less likely to be married. For a discussion of attrition in the WES, see Cadena and Pape (2006) . 10 All income measures are equivalence-scale adjusted for family size and composition using the scale recommended by the National Research Council Panel on Poverty and Family Assistance (Citro & Michael, 1995) : (number of adults ϩ number of children*0.7) 0.7 . 11 WES respondents also report total household income for the previous calendar year. This measure may differ from monthly income if the survey month does not reflect the respondent's typical month for income. However, income in the prior month is based on responses to many questions about specific income sources, whereas the annual measure is based on responses to only two questions regarding total household earnings and total income from all other sources. Monthly income is less susceptible to recall error (Eisenhower, Mathiowetz, & Morganstein, 1991; Groves, 1989) . support programs, seek to alleviate them (Beverly, 1999 (Beverly, , 2001 Mayer & Jencks, 1989) . Nevertheless, they do not capture all possible hardships. Other hardship research has studied lack of consumer durables and poor housing and neighborhood conditions. There is little consensus in this literature on the most appropriate measures of hardship, and most measures suffer to some extent by the fact that variation in hardships may partly reflect heterogeneity in preferences rather than differences in material well-being (Ouellette, Burstein, Long, & Beecroft, 2004) .
Although all WES respondents were residents of a single county, their characteristics are quite similar to those of disadvantaged mothers from nationally representative samples. Trends in the receipt of cash assistance and employment for WES respondents are comparable to those in a sample of current and former welfare recipients in the SIPP (Seefeldt & Orzol, 2005) . Furthermore, the macroeconomic conditions and nature of welfare reforms to which WES respondents were exposed were similar to those in other states that contained a majority of the Temporary Assistance to Needy Families (TANF) caseload in 1997 (Turner, Danziger, & Seefeldt, 2006) .
To determine the extent to which WES results are generalizable, we analyze the relationship between income and hardship in the 1996 Panel of the SIPP, a nationally representative panel that interviews households at 4-month intervals for a period of up to 4 years. Although the SIPP collects detailed income information at each wave, respondents are only asked about material hardship at one wave. We examine several samples of disadvantaged households from the SIPP including less-educated single mothers and households below the poverty line. The Appendix provides a description of income and hardship variables in the SIPP.
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Descriptive Results
The summary statistics in Table 1 demonstrate that WES respondents are economically disadvantaged. 13 At a typical interview, nearly one-third had experienced at least one of the four material hardships since the previous interview. Mean disposable income adjusted for family size, $18,624 in 2003 dollars, was approximately 125 percent of the poverty line. 14 More than one-quarter did not have a GED or high school diploma, nearly a quarter reported having poor health, and 29 percent met the diagnostic screening criteria for one of the three mental health disorders that were evaluated at all waves.
As shown in columns 2 and 3 of Table 1 , respondents who reported experiencing any of the four hardships had significantly lower mean annualized money income or mean disposable income than those who did not experience a hardship. The former also were less educated, more likely to have met the diagnostic screening criteria for a mental health problem, to have poor health status, and to have used drugs, and were less likely to be married, to own a car or home, or have access to credit.
Experiences of food insufficiency and having utilities shut off, 22 and 10 percent, respectively, were similar to those reported by Mayer and Jencks (1989) from a survey of Chicago residents that oversampled poor families. Eviction, at 8 percent, was more prevalent than in the Mayer and Jencks study. 15 Average annualized disposable income increased by 32 percent in real terms over the period, from $15,300 to $20,259, consistent with trends near the bottom of the distribution for a nationally representative sample of single mothers (Meyer & Sullivan, 2006) . Trends in income differ substantially by income source. Cash welfare and food stamp receipt dropped sharply, whereas average earnings increased by 59 percent. Consequently, measures excluding food stamps, such as money income, grow at a faster rate than disposable income (49 vs. 32 percent). Figure 1 shows that hardship decreases monotonically across quintiles of the distributions of current disposable income, current money income, and disposable income averaged over three to five survey waves. The incidence of any hardship is 18 percent higher in the bottom quintile of current disposable income than in the second quintile (45 vs. 38 percent) . 16 This difference is sizable given the relatively narrow income range in this sample-disposable income at the 20th and 40th percentiles differs by less than $4,000.
Hardships also fall across quintiles of current money income, although the decline is not significant between all quintiles-there is little difference in hardship between the second and third quintiles, for example. Differences in the incidence of hardship are most evident when comparing households across quintiles of the distribution of average disposable income. The incidence of any hardship is about 25 percent higher in the bottom quintile than in the second quintile (47 vs. 38 percent).
The incidence of specific hardships is likewise decreasing in current disposable income (Figure 2 ). Food insufficiency is 22 percent higher in the bottom quintile than in the second quintile (31 vs. 25 percent), and it is about twice as high in the bottom quintile as in the top. Homelessness is about twice as high in the bottom as in the second quintile (10 vs. 5 percent). A different pattern is evident for the fraction reporting not being able to afford a doctor, which is about the same in the top quintile as in the bottom quintile (35 percent). One reason is that those with higher income are less likely to be eligible for Medicaid and may lack access to private health insurance.
Methodology
To investigate the relationship between income and material hardship, we estimate pooled cross-section and fixed effects models of the following form:
For most models, H it is a binary variable indicating whether family i in year t experiences one of the hardships, although we also examine the number of hardships and the incidence of specific hardships. Y it is the log of disposable income in year t for family i. 17
-
Yi is the average of log disposable income across all waves of the panel for family i. X it includes other observable characteristics that may affect hardship.
Previous studies have shown that hardship varies by demographic characteristics and by family types, such as married couples, cohabiting partners, and single parents (Lerman, 2002; Ouellette et al., 2004) . Thus, X it includes indicators for whether the mother is married, whether a cohabiting partner is present, demographic characteristics such as race and the number of children present, and measures of human capital, including indicators for educational attainment and a quadratic in age. We also include indicators for mental health disorders, drug use, and physical health status, which are not available in most surveys.
In some specifications, we analyze the importance of income uncertainty, measured as the variance of log disposable income over the panel, following Carroll and Samwick (1998) . We also include measures that reflect credit constraints, such as an indicator for perceived access to credit, defined as whether the respondent could borrow several hundred dollars if needed, and measures of assets, including home ownership, car ownership, and having a checking or savings account. To capture time effects that affect all respondents similarly, such as macroeconomic conditions over the panel, we include year dummies, gt.
18 We estimate models with and without individual fixed effects. In the pooled cross-section models, we correct the standard errors to allow for within-household dependence over time.
EMPIRICAL RESULTS
Cross-Section Results
Table 3 presents linear probability model estimates of the relationship between any hardship and contemporaneous disposable income. 19 The bivariate results in column 1 are consistent with those from Figure 1 -current disposable income is negatively related to hardship. The point estimate indicates that a 10 percent increase in disposable income is associated with a 0.75 percentage point decrease in the probability of experiencing any of the four hardships-a decrease of 2.3 percent at the mean. As controls are added for other observable characteristics, the magnitude of this income coefficient decreases, but remains significant (column 2). After both average disposable income over the panel, our measure of "permanent" income, and the Source: WES, 1997 WES, -2003 WES, , and 1996 Panel of the SIPP, Waves 5-8. Notes: Columns 2-3 include year fixed effects and the standard errors in parentheses allow for withinhousehold dependence. The hardships included in columns 1-3 are: food insufficiency, utilities shut off, eviction, and homelessness. The hardships included in columns 4-6 are: food insufficiency, utilities shut off, and eviction. * significant at 5%; ** significant at 1%. See the Appendix online for more details.
variance of income are included (column 3), the coefficient on current income is no longer significant. These results suggest that, among families with the same mean and variance of long-run income, a marginal change in current income is not strongly related to material hardship. Holding current income fixed, a 10 percent increase in average income over the panel is associated with a 1.1 percentage point decrease in the probability of experiencing a hardship, a change of 3.4 percent. Estimates for the relationship between the variance of income and hardship are significant, but small (column 3). Excluding the variance of income from these models does not affect other estimates noticeably.
Estimates from a SIPP sample of single mothers with a high school degree or less (columns 4 to 6) are quite similar to the WES estimates, suggesting that the WES results are generalizable to broader populations of disadvantaged families. For example, a 10 percent increase in average income is associated with a 1.1 percent decline in hardship among SIPP respondents (column 6). When we analyze a larger SIPP sample that includes all poor households (tables available on request), we also find that holding long-run income constant, current income is not significantly related to hardships. The estimated coefficient for average income is statistically significant for the poverty sample, but the magnitude is about a third of the size of that reported in column 6 for less-educated single mothers. For the sample of all poor families, an indicator for being a single mother is positive and significantly related to hardship.
The results in Table 3 suggest that observable characteristics are strongly related to hardship. 21 Women who do not finish high school are significantly more likely to experience a hardship than more educated women; the difference ranges from about 11 to 13 percentage points across WES specifications and about 4 to 5 points in SIPP specifications. Having a mental health disorder increases the probability of experiencing a hardship by about 17 percentage points in the WES and by about 10 points in the SIPP. The probability of experiencing hardship is about 12 percentage points greater for those who report illegal drug use. Respondents who own a car or a house are significantly less likely to experience hardship.
In estimates not reported here, we find that access to credit and having a checking or savings account are significantly related to hardship. The probability of experiencing a hardship is 16.3 percentage points higher for those without access to formal or informal credit. The coefficients on these observables are quite large relative to those on income. In addition, R 2 s from bivariate regressions indicate that many of these characteristics explain more of the variation in hardship than does income. For example, having a mental health disorder explains more than four times as much of the variation in hardship as does current disposable income.
Individual Fixed Effects Results
The fixed effects models follow Equation (1), but the error term includes an individualspecific, time-invariant component (d i ), so that e it ϭ d i ϩ h it . These fixed effects models control for time-invariant characteristics that might be correlated with both income and hardship. For example, some women may be more resourceful at avoiding hardship than others, and resourcefulness might be correlated with income. In addition, these fixed effects models allow us to examine the relationship between transitory income-defined as deviations of current income from average income-and hardship. Results from WES specifications are reported in Table 4 . We cannot estimate fixed effects models using SIPP data because material hardship is measured at only one point during the panel.
The results do not suggest that material hardship is strongly related to transitory income. 22 The estimated coefficient for income is small and significant in column 1 when no other covariates are included, small and marginally significant in column 2, and close to zero and insignificant for specifications that include controls for having a checking or savings account and perceived access to credit (column 3). However, the smaller point estimate for income in column 3 appears to result from the loss in observations rather than the inclusion of additional controls.
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The right-most columns in Table 4 repeat the specifications of the first three columns, but restrict the sample to WES respondents in the bottom quartile of the distribution of average disposable income to determine if the relationship between transitory income and hardship is stronger for the most disadvantaged women. Although the coefficients on disposable income are somewhat larger in columns 4 to 6 than those for the full sample, they are small. The coefficient in column 5, for example, indicates that a 10 percent increase in transitory income is associated with a decrease in the likelihood of material hardship of 0.36 percentage points, a change of 0.8 percent at the mean.
Some observable characteristics are strongly related to hardship, even after including individual fixed effects. For example, in the full sample, getting married or cohabiting is associated with a reduction in hardship relative to living alone. The likelihood of experiencing hardship is about 10 percentage points higher for women who move from not meeting to meeting the screening criteria for a mental health problem between waves (columns 2, 3, and 5). The probability of hardship is about 11 percentage points lower for those who gain a checking or savings account (columns 3 and 6).
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Other Specifications and Checks for Robustness
To test the sensitivity of these results to our specification of material hardship as a dichotomous variable indicating if the respondent had experienced any one of four hardships, we consider several alternative definitions. In Table 5 , we present estimates for nine different measures of hardship. The results for the number of hardships (column 1) are consistent with those reported for any hardship, which is not surprising given that 73 percent of women reporting hardships in the past year report only one of the four main hardships. In the fixed effects model (column 2), the point estimate for disposable income is small and insignificant.
Because indicators for any hardship and the number of hardships treat all hardships equally, we estimate separate models for six specific hardships, including two hardships that were not measured at all five waves: having the phone disconnected and going without proper winter clothing. These results are shown in panel B and panel C of Table 5 . Current income is significant in both the linear probability and the fixed effects models when food insufficiency is analyzed as an individual hardship. A 10 percent increase in current income is associated with a 0.25 percentage point decline in food insufficiency, a 1.1 percent change at the mean. 25 None of the other coefficients on current income are significant when the other five hardships-having utilities shut off, having phone shut off, can't afford clothing, eviction, and homelessness-are examined separately. In most cases, exposure to hardship is greater for those who meet the diagnostic screening criteria for a mental health disorder in both the linear probability and the fixed effects models. Illegal drug use is significant in eight of nine linear probability models, but is significant in only one fixed effects model, the case of having the phone shut off.
In results not reported here (available on request), we examine other income measures. We find that the relationship between annual money income, the definition used for the official poverty statistics, and hardship is smaller than that between annual disposable income and hardship. This suggests that comprehensive income measures are more appropriate for predicting which households face the greatest risk of hardship because resources not included in pre-tax money income, such as the Earned Income Tax Credit (EITC) or food stamps, increase consumption.
To address concerns that surveys measure income with error, especially for recipients of public transfer income (Bound, Brown, & Mathiowetz, 2001; Meyer & Sullivan 2003 , 2006 Roemer, 2000) , we construct an imputed income measure using administrative records for TANF and food stamps. When administrative records rather than respondent reports are used, the results are very similar to those in Tables 3 through 5 , which is not surprising, given that underreporting of TANF and food stamps is small among WES respondents. Nevertheless, attenuation bias may still affect our estimates if income sources other than public transfers are subject to classical measurement error.
We also investigate the sensitivity of our results to the timing of reported income and hardship. This temporal ordering is a potential concern because long-run income is measured as the average over several years that follow the reference period for hardship for some respondents (for example, those in Wave 1), but as the average over several years before the reference period for hardship for other respondents (for example, those in Wave 5). We reestimated the models reported in Table  3 for different subsamples and found that the coefficients on long-run income are not sensitive to this difference in temporal ordering. For example, the results for a subsample that excludes Wave 1 observations do not differ noticeably from the results for a subsample that excludes Wave 5 observations.
Temporal ordering is also a potential concern for estimates of current and transitory income because the WES reference period for current income is the month before the survey, whereas the reference period for hardships is the 12 months or more before the survey. In addition, income need not have a contemporaneous effect on hardship. For example, a transitory shortfall in income may cause a woman to fall behind in rent in the current period, leading to her eviction in a later period. We estimate several alternative specifications to address this issue (results available from the authors). Using a measure of self-reported annual income for the previous calendar year yields results similar to those reported in Tables 3 to 5 , which are based on annualized monthly income. In the SIPP, we examine annual income for the reference period spanning 5 to 17 months before the interview that asks about hardship; these results are also consistent with those from the WES, as shown in Table 3 . Moreover, SIPP results using current income from the year after the reference period on hardship do not differ noticeably from those in Table 3 .
Finally, we estimated a model using reported hardships at wave t but all covariates from wave t Ϫ 1. The pooled cross-section results are very similar to those reported in Table 3 . For the fixed effects estimates, the coefficient on transitory income is small and positive, and most of the other covariates are not significant. We argue that contemporaneous covariates are more appropriate because in some cases the reference period for period t Ϫ 1 income could be as much as 2 years before the hardship. This long lag could be problematic for fixed effects models if the effect of transitory income shocks is not persistent.
DISCUSSION
In cross-section models that controlled for average income over the 6-year WES panel, we found that current annual income is not strongly related to most measures of hardship. In contrast, average income and observable factors such as mental health are significantly related to hardship. These findings have important policy implications for social programs designed to target benefits at those facing the greatest risk of hardship. The significant association between hardships and mental health problems across many specifications, including fixed effects models, suggests that measures of mental health might serve as a proxy for being at high risk of material hardship.
Our fixed effects results also indicated that the relationship between changes in transitory income and changes in material hardship is weak (except for the relationship with food insufficiency), consistent with previous research (Mayer, 1997) . This finding is consistent with the permanent income hypothesis, which suggests that some families may avoid hardships by borrowing or dissaving when income is temporarily low. However, because studies of low-income single mothers find that most lack sufficient liquidity to buffer against even modest income shortfalls (Edin & Lein, 1997; Shapiro & Wolff, 2001; Meyer & Sullivan, 2003; Sullivan, 2006) , WES respondents are likely to face liquidity constraints. Those with a checking or savings account (about two-thirds of respondents) are significantly less likely to experience hardship, even after controlling for individual fixed effects. In addition, only about one-quarter have a credit card.
Ethnographic research provides a plausible explanation for the weak relationship between current income and hardship. Edin and Lein (1997) show that reported income accounts for only about 60 percent of total resources of welfare-reliant single mothers, with the remainder accounted for by unreported "survival strategies," such as informal or illegal work, purchasing stolen goods at a discount, or through in-kind transfers from family, friends, or partners.
In a measurement model, one could specify the resources necessary to avoid material hardship as having two components: primary income sources (Y) that are reported on surveys and informal sources (l) that are typically not reported. Edin and Lein (1997) conclude that l is large, particularly for welfare-reliant single mothers. Moreover, if families with little income from formal sources, such as earnings or government transfers, are more likely to have informal resources, then l and Y will be negatively correlated. Evidence from the WES supports this hypothesis. For example, regressions of receiving help from charity on disposable income and other demographic characteristics indicate that those with higher current income are less likely to seek help from charity. If l and Y are negatively correlated, then estimates of the effect of current Y on material hardship are likely to be small even in fixed effects models.
Our results have implications for measuring the well-being of the poor in surveys. On the one hand, if measurement error from questions regarding primary income sources (such as labor market earnings or public transfers) is important, then surveys could include more probes to improve the accuracy of income reports. On the other hand, if unmeasured informal resources account for the weak relationship between current income and hardship, then surveys must do a better job of measuring informal sources of support.
CONCLUSIONS
Hardship decreases monotonically across quintiles of the income distribution for several income measures in our sample of current and former welfare recipients.
After conditioning on average disposable income over the panel, current disposable income is significantly related only to food insufficiency and not to other measures of hardship. Average disposable income is more often significantly related to hardship. For example, a 10 percent increase in average income is associated with a 1.1 percentage point decrease in the likelihood of experiencing any of four hardshipsa drop of about 3.4 percent at the mean. Thus, for a minimum wage worker, the receipt of the maximum EITC (a 40 percent earnings subsidy) on a permanent basis would be associated with a 16 percent reduction in the likelihood of hardship. Analyses for a sample of less-educated single mothers from the SIPP also indicate a stronger relationship between average income and hardship. Although these estimates should not be interpreted as causal, they do have important policy implications. Our results suggest that social programs might better target benefits at those facing the greatest risk of hardship by considering factors associated with low longrun income.
Models that include individual fixed effects indicate that the relationship between transitory income and hardship is weak, which is consistent with ethnographic research suggesting that informal, unmeasured resources help disadvantaged families make ends meet. Other observable factors, such as meeting the diagnostic screening criteria for a mental health disorder and having a checking or savings account, are strongly associated with the risk of hardship. A woman meeting the screening criteria for a mental health disorder is more than 10 percentage points more likely to experience material hardship than others.
Current income is correlated with many observable and unobservable characteristics that are related to hardship. Because current income is relatively easy to measure, it provides a useful, albeit imperfect, indicator of risk of hardship, and it is a practical, single measure to use for eligibility for transfer programs that aim to prevent material hardship. However, welfare agencies, training programs, and service providers should consider gathering additional information on personal characteristics, including long-run income or mental health. For example, available survey instruments that screen for mental health disorders could be used to predict which program participants are at high risk of hardship.
26 These participants could then be referred to appropriate service and treatment programs. 
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